Washington report, vol. 8 no.40, December 3, 1979 by American Institute of Certified Public Accountants.
University of Mississippi
eGrove
Newsletters American Institute of Certified Public Accountants(AICPA) Historical Collection
1-1-1979
Washington report, vol. 8 no.40, December 3, 1979
American Institute of Certified Public Accountants.
Follow this and additional works at: https://egrove.olemiss.edu/aicpa_news
Part of the Accounting Commons, and the Taxation Commons
This Article is brought to you for free and open access by the American Institute of Certified Public Accountants (AICPA) Historical Collection at
eGrove. It has been accepted for inclusion in Newsletters by an authorized administrator of eGrove. For more information, please contact
egrove@olemiss.edu.
Recommended Citation
American Institute of Certified Public Accountants., "Washington report, vol. 8 no.40, December 3, 1979" (1979). Newsletters. 716.
https://egrove.olemiss.edu/aicpa_news/716
Al CPA Washington Report
December 3, 1979, Volume VIII, Issue 40
Special Senate moves to close FICA loophole ............................................. P-l
FCC 43rd Annual Report available...........  P . 1
FRB Joint policy statement issued on futures, forward & standby contracts .........  p.l
Amendments to Regulation F adopted.............................................. p.l
FTC Premerger notification exemption class to be enlarged........................... p.2
Curb on Commission authority voted by overwhelming majority...................p.2
HEW National health insurance moves forward..........................................p.2
ICC Accounting regulations revised for railroad rebuilding........................... p.2
DOL Hearings scheduled on 9 pension proposals........................................p.3
SEC Rules adopted to facilitate shareholder participation in corporate votes. . . . p.3
Commissioner Loomis discusses small firm difficulties......................... p.3
Effective date changed on requirements for management internal accounting 
control statements............................................................... p.3
SBA Employee Advisory Council established.......................................... p.3
Treasury Consideration of Independent Contractors Act by Ways and Means possible by
end of session................................................................... P-4
Technical Corrections Act passed by Senate panel............................... p.4
Additional guidelines issued on international boycotts......................... p.4
The in fo rm a tio n  conta ined in this report has been prepared fro m  sources considered re liable, bu t its accuracy is no t guaranteed by us 
and is N OT necessarily a com plete  sum m ary o f all available m aterials on the subject. O pin ions expressed herein do no t necessarily re flect 
In s titu te  p o licy . R eproduction  o f these materials w ith o u t p r io r approval o f the A IC P A  is p roh ib ite d .
SPECIAL: INCLUSION OF EMPLOYER - PAID FICA IN WAGES?
Inclusion in wages of FICA taxes paid by the e mployer is the purpose of a
recent amendment approved by the Senate Finance Committee and awaiting 
action by the full Senate. This provision, as an amendment to HR 3236, 
would continue to allow employers to assume responsibility for both the 
employers’ and employees’ social security taxes, but would treat the 
employers contribution as wages for the purposes of determining the
employees social security taxes. The employers payment of employees'
social security taxes is already considered income for the purpose 
of income tax. The Senate Finance Committee expressed concern that 
the practice of employer payment seemed to be increasing significantly 
and was being used by seme employers as a tax avoidance device which 
could result in trust fund losses amounting to many billions of dollars.
The Senate amendment, if finally enacted by the Congress, would delay 
modification of existing law until 1981 in order to allow employers 
a sufficient opportunity for compliance. The change would not apply in 
the case of payments made on behalf of domestic employees.
FEDERAL COMMUNICATIONS COMMISSION
The Commission's 43rd Annual Report covering fiscal year 1977 has recently 
been issued. The 206-page volume contains a comprehensive review of 
major events in the Commission' s areas of regulatory concern. The report 
also has an appendix containing statistical information from all areas 
of the FOC. Copies of the report may be obtained from the GPO for $5.50 
per copy by calling 202/783-3238 and requesting publication number: 004- 
000-00364-1.
FEDERAL RESERVE BOARD
The three Federal bank regulatory agencies have issued a joint policy statement
setting forth precautionary rules and specific guidelines for commercial 
banks that engage in futures, forward and standby contracts for U.S. 
government and agency securities. The policy statement was issued in 
response to a recent Treasury/Federal Reserve study which indicated that 
banks can effectively use financial futures contracts to hedge their risk 
of losses due to changes in interest rates. The precautionary rules are 
as follows: banks that engage in futures, forward or standby contract 
transactions should be of a size related to the bank's business needs and 
its capacity to fulfill obligations incurred; the positions banks take in 
such contracts should be such as to reduce the bank's exposure to loss 
through interest rate changes; policy objectives should be formulated 
in the light of the bank's entire mix of assets and liabilities; and standby 
contracts calling for settlement in excess of 150 days should not be issued 
except in special circumstances. Comments on the policy statement are 
requested by 12/15/79. The statement will become effective on 1/1/80 for 
contracts outstanding at that time and for those entered into subsequently.
A  final rule adopting amendments to Regulation F , Securities of State Member 
Banks, was published in the 11/28/79 Fed. Reg., beginning at p.67961.
These changes were adopted to achieve consistency with the SEC's disclosure 
regulations. The amendments concern: Beneficial Ownership and Acquisition 
Statements; Corporate Governance; Management Remuneration; Changes in 
Independent Auditor Fees; and Simplification and Other Commission Amendments
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This rule will become effective on 12/31/79. For additional information call 
Richard M. Whiting at 202/452-3779.
FEDERAL TRADE COMMISSION
A final rule that will exempt small businesses from a requirement to file
premerger notification on certain transactions has been issued by the FTC.
The premerger notification rule requires businesses to notify the FTC and 
the Justice Department of a planned merger and then wait a specified 
period of time before proceeding with the deal. The amended rule will 
enlarge the class of relatively small transactions now exempt from the 
requirement. The rule is effective immediately. For further information 
contact Joan Truitt at 202/523-2894.
Legislation (HR 2313) curbing the FTC's regulatory authority was passed
in the House this week by an overwhelming majority. The adopted amendment, 
by Rep. Mark Andrews, prohibits the FTC from enforcing the antitrust laws 
with respect to farm cooperatives and agricultural marketing orders. 
Additionally, the House voted to bar the FTC from regulating the funeral 
industry. The Senate Commerce Committee last week voted unanimously to 
forbid the FTC from  investigating the insurance industry, requiring 
inspections on used car sales, or banning television advertising directed 
towards children.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
National health insurance was taken up by the House for the first time in this 
Congress at a joint hearing held last week by the health subcommittees of 
the Commerce and Ways and Means Committees. The hearings opened to head-on 
conflict between HEW Secretary Patricia Harris and organized labor repre­
sentatives. Secretary Harris, testifying in support of the Administration's 
proposal (HR 5400), stated that the plan "would provide a framework within 
which the Nation can move toward a comprehensive health insurance plan."
She opposed the Kennedy-Waxman alternative proposal (HR 5191) on the grounds 
that it would create a "shock effect" on the economy, causing a rise in 
unemployment and consumer living costs. On the other side, AFL-CIO 
President Lane Kirkland and United Auto Workers President Douglas Fraser 
attacked the Administration plan, stating that it fails to assure "a 
decent level of health care, accessible and affordable to all." The two 
labor leaders urged adoption of HR 5191 as being "a complete, universal 
health care program."
In a related matter, the Senate Finance Committee has begun work on a 
national health insurance proposal that is less generous than either of the 
proposals considered at the House hearing. The Committee plan would set a 
$3,500 annual limit on the amount a family could be called upon to pay in 
medical bills. Coverage for expenses exceeding this limit would be provided 
through employer insurance, with the employer paying three-fourths of the 
premiums. In addition, the plan would expand Medicaid coverage to millions 
of non-working poor persons currently not covered.
INTERSTATE COMMERCE COMMISSION
A final rule revising accounting regulations for identifying railroad rebuilding 
expenditures has been issued by the IC C  (see the 11/26/79 Fed. Reg., pp.67424 
26). The Rebuilding Rule is to provide more realistic guidelines for
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distinguishing railroad rebuilding expenditures from normal maintenance 
and repairs. The rule is effective as of 1/1/79. For additional information 
contact Bryan Brown, Jr., at 202/275-7448.
LABOR, DEPARTMENT OF
The proposed ERISA Improvements Act of 1979 (S.209) and ERISA Simplification
Act of 1979 (S.1089) are among the nine pension bills to be discussed at
hearings scheduled for 12/4 and 12/5/79 by the Senate Finance Subcommittee
on Private Pension Plans and Employee Fringe Benefits. S.209 was intro­
duced in January by Senators Harrison Williams (D-NJ) and Jacob Javits 
(R-NY). The December hearings will not deal with sections of the bill 
related to the tax code since they were the subject of earlier hearings.
SECURITIES AND EXCHANGE COMMISSION
Final rules on shareholder communications, shareholder participation in the 
corporate electoral process, and corporate governance generally were 
published in the 11/29/79 Fed. Reg., beginning at p.68764. These amendments 
are intended to provide greater opportunities for shareholders to exercise 
their voting rights and to obtain information regarding matters on which 
they vote. These rules are effective for all issuers for filings made 
on or after 12/31/79. For more information contact Amy L. Goodman (202/ 
272-2597), Michael Stakias (202/272-2589), or Gregory Mathews (202/272- 
2644).
"Current Developments Affecting Small Business and Small and Medium-Sized
Accounting Firms" was the title of an address delivered recently by 
Commissioner Philip Loomis, Jr. before the New York State Society of CPAs 
Annual SEC Accounting Conference. The Commissioner discussed the problems 
of smaller firms as they interact with the profession’s attempt to maintain 
a viable system of self-regulation and self-discipline. Among the concerns 
he raised were membership in the SBC practice section, audit committees 
and the additional pressure on smaller firms, advertising, lowballing and 
the role of smaller practitioners.
Any rule adopted with respect to the Commission's proposal to require inclusion
of a statement of management on internal accounting control in annual
reports on Form 10-K and in annual reports to security holders furnished 
pursuant to the proxy rules will not be effective for periods ending on or 
before 12/31/79, according to an announcement made last week by the SEC.
This announcement was made in response to the Commission's receipt of more 
than 900 letters of comment on the rule proposals, which were announced 
in Release 34-15772, 4/20/79.
SMALL BUSINESS ADMINISTRATION
An Employee Advisory Council to study Administration programs and recommend 
improvements was announced recently by Paul R. Boucher, Inspector General 
for the .Administration. A. Vernon Weaver, SBA Administrator, said it will 
provide "a forum within which SBA employees at all levels will be given an 
opportunity to meet regularly with the Inspector General to review selected 
programs, discuss ways in which they may be vulnerable to fraud and abuse, 
and consider how program management could be improved or alternative 
programs and policies developed." Boucher commented that the Council will 
be a unique and challenging opportunity for those concerned with constructive 
change and growth at SBA.
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TREASURY, DEPARTMENT OF
Income tax withholding for certain independent contractors could be considered 
by the House Ways and Means Committee this session, after recent action, 
11/27/79, by the House Subcommittee on Select Revenue Measures. In a 5 
to 4 vote, the Subcommittee reported favorably on HR 5460, the "Independent 
Contractor Act of 1979" and recommended action by Ways and Means. This 
bill, which is estimated to generate additional first year revenues in 
excess of $575 million, has several general features: income tax 
withholding, subject to three exceptions, that would require persons 
paying independent contractors for services in the course of the persons' 
trade or business, to withhold 10% of the amount to be paid; an extension 
of current law information reporting requirements; a safe harbor which 
would establish the basis for classification of certain workers as 
independent contractors, rather than as employees. While the eventual 
coverage could apply to millions, a distinct lack of reliable information 
exists as to the actual number of potential reclassifications. Government 
agencies are unsure and affected industries present a conflicting picture 
on the numbers of people they represent. Support for the bill will 
probably include groups representing insurance, real estate, and direct 
sellers. Support of the construction industry is less sure.
The Technical Corrections Act of 1979 (HR 2797) has been approved by the Senate 
Finance Committee. The proposal would make correcting and clarifying 
amendments to the 1978 Revenue Act (P.L. 95-600), the Energy Tax Act 
(P.L. 95-618), the Foreign Earned Income Act (P.L. 95-615), and the Black 
Lung Benefits Revenue Act of 1977 (P.L. 95-488). The amendments approved 
by the committee include 32 of 37 proposed changes presented by the 
Treasury Department at a subcommittee hearing on 11/7/79 and five other 
changes recommended by various groups, including proposals concerning 
the alternative minimum tax for trusts and estates, the targeted jobs 
tax credit, and government cost-sharing of conservation measures.
Eight additional guidelines relating to international boycotts have been issued 
by the Treasury Department. The guidelines, in the form of questions and 
answers, deal with the provisions of the Tax Reform Act of 1976 which 
deny certain tax benefits for participation in or cooperation with 
international boycotts. All of these guidelines, with the exception of 
H-17, are additions to those issued on 1/20/78 and address a variety of 
factual situations not previously addressed.
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